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1FEDERAL ELECTION COMMIS S ION
A llow ing C o n g ress io n a l cam paigns th e  o p tio n  o f  f i l i n g  m onthly r e p o r ts  i s  one o f  th e
recom m endations th e  FEC h a s  made to  th e  P re s id e n t and th e  Congress, acco rd in g  to  a
r e l e a s e  i s s u e d  b y  th e  C om m ission . The FEC i s  r e q u i r e d  t o  s u b m it l e g i s l a t i v e  
recom m endations an n u ally . T h is y ea r th e  Commission h a s  proposed 24 changes which 
i t  says "would enhance th e  Agency's a b i l i t y  to  a d m in is te r  e le c t io n  law s." O ther 
recom m endations "aimed a t  enhancing p u b lic  d is c lo su re "  in c lu d e  1) re q u ir in g  House 
and  S e n a te  cam p a ig n s  t o  r e p o r t  t h e i r  f i n a n c i a l  a c t i v i t y  f o r  an  e n t i r e  cam p aig n  
c y c le , r a th e r  th a n  on th e  c u r re n t  c a le n d a r  y ea r b a s is ;  2) r e q u ir in g  m onthly f i l e r s  
t o  r e p o r t  e a r l i e r  in  th e  m onth (su ch  r e p o r t s  a r e  now due on th e  2 0 th  o f  e ach  
month); and 3) e l im in a t in g  th e  req u irem en t t h a t  p o l i t i c a l  com m ittees f i l e  co p ies  
o f  t h e i r  re p o r ts  w ith  th e  S e c re ta r ie s  o f  S ta te ,  s in c e  th e  Commission i s  p roposing  
a  system  whereby th e  S e c re ta r ie s  o f  S ta te  would t i e  in to  th e  FEC's com puterized  
d is c lo s u re  d a ta  base . W ith re g a rd  t o  P r e s id e n t ia l  e le c t io n s ,  th e  FEC p roposes 1) 
t o  e l im in a te  s t a t e - b y - s t a t e  spend ing  l i m i t s  f o r  p u b l i c l y  f in a n c e d  P r e s i d e n t i a l  
p rim ary  c an d id a te s  and 2) t o  combine th e  o v e ra l l  spending l i m i t  fo r  P r e s id e n t ia l  
p rim ary  c a n d id a te s  w ith  th e  spending l i m i t  fo r  fu n d ra is in g , which th e  FEC b e lie v e s  
would " s im p lify  re p o r t in g  req u irem en ts , reduce acco u n tin g  burdens fo r  com m ittees 
and  s i m p l i f y  th e  C o m m issio n 's  a u d i t i n g  p ro c e d u re s ."  F o r f u r t h e r  in f o r m a t io n  
c o n ta c t F red E ilan d  a t  th e  FEC a t  202/376-3155 o r  t o l l  f r e e  a t  800/424-9530.
TREASURY, DEPARMENT OF
A proposed r u le  a f f e c t in g  lobbying  by c e r ta in  tax -exem pt o rg a n iz a tio n s  w i l l  be th e
s u b je c t  o f  a  5 / 11/87 h e a r in g  by th e  IRS, th e  IRS announced  r e c e n t ly .  The n o t i c e
o f  p ro p o se d  ru le m a k in g  w as p u b l i s h e d  in  th e  1 1 /5 /8 6  F ed . Reg. ( s e e  th e  1 1 /1 0 /8 6  
Wash. R pt.) and would s e t  l im i t s  o f  p e rm itte d  p o l i t i c a l  a c t i v i t y  fo r  c e r ta in  ta x -  
exempt o rg a n iz a tio n s , such as  c h a r i ta b le ,  e d u c a tio n a l, la b o r , s o c ia l  w e lfa re  and 
war v e te ra n  o rg a n iz a tio n s  and b u s in e ss  leagues, f i l i n g  e le c t io n s  under In te rn a l  
R evenue Code S e c t io n  501 (h ). A c co rd in g  t o  th e  IRS, su ch  o r g a n iz a t i o n s  h av e  
e x p re s s e d  c o n c e rn  p r i m a r i l y  a b o u t a  t h r e e - p a r t  t e s t  d e f in in g  lo b b y in g  i n  th e  
proposed  re g u la t io n s , about tw o s p e c ia l  a l lo c a t io n  ru le s  fo r  t r e a t i n g  ex p en d itu res  
and abou t th e  e f f e c t iv e  d a te  o f  f i n a l  r e g u la t io n s  n o t a llo w in g  a  rea so n ab le  p e rio d  
t o  a d j u s t  a c t i v i t i e s  o r  r e c o rd k e e p in g . The h e a r in g  i s  s c h e d u le d  t o  b e g in  a t  10 
a.m . in  th e  IRS A u d ito r iu m  on th e  7 th  F lo o r  o f  th e  IRS B u ild in g  a t  1111 
C o n s t i t u t i o n  A ve., N.W. in  W ash in g to n , D.C. I n d iv i d u a l s  who w ish  t o  t e s t i f y  
should  subm it o u t l in e s  o f  t h e i r  o r a l  comments by 4 /6 /8 7  to  th e  Com m issioner o f  th e  
IRS, ATTN; CC:LR:T:EE-154-78, W ash in g to n , D.C. 20224. F o r f u r t h e r  in f o r m a t io n  
c o n ta c t Paul A cce tu rra  a t  th e  IRS a t  202/566-3544.
In  a  r e l a t e d  a c t i o n ,  th e  House Ways and Means S u b co m m ittee  on O v e rs ig h t  
announced th a t  i t  h as scheduled  a  second day o f  h e a r in g s  to  co n tin u e  i t s  rev iew  o f  
lobbying  and p o l i t i c a l  a c t i v i t i e s  by such tax -exem pt o rg a n iz a tio n s . The f i r s t  day 
o f  h e a r in g s  i s  s c h e d u le d  f o r  3 /1 2 /8 7  ( s e e  th e  3 / 2 / W ash. R p t.) and  th e  second  
day  f o r  3 /1 3 /8 7 . The 3 /1 3 /8 7  h e a r in g  w i l l  b e g in  a t  9 a.m. i n  Room 2247 o f  th e  
Rayburn House O ffic e  B u ild ing , W ashington, D.C. For f u r th e r  in fo rm a tio n  c o n ta c t 
th e  House Ways and Means Committee a t  202/225-3627.
M isce llaneous p ro v is io n s  r e l a t i n g  t o  th e  ta x  tre a tm e n t of partnership items have been 
i s s u e d  a s  te m p o ra ry  r e g u l a t i o n s  b y  th e  IRS ( s e e  t h e  3 /5 /8 7  F ed . Reg., pp. 6779- 
6796). The te m p o ra ry  r e g u l a t i o n s ,  i d e n t i c a l  t o  th o s e  is s u e d  in  a n o t i c e  o f  
proposed ru lem aking  in  A p ril , 1986 concern  s e c tio n s  6221 th rough 6233 o f  th e  Code 
which w ere added by th e  Tax E qu ity  and F is c a l  R e s p o n s ib il i ty  A ct o f  1982 and th e  
Tax Reform Act o f 1984 (see  th e  4 /2 1 /8 6  Wash. R pt.). The tem porary  re g u la tio n s  
d e te rm in e  th e  ta x  tre a tm e n t o f  "p a r tn e rsh ip  item s" a t  th e  p a r tn e r s h ip  le v e l  r a th e r  
th a n  a t  t h e  p a r t n e r  l e v e l ,  and p ro v id e  g u id a n c e  on n o t i c e s  o f  i n c o n s i s t e n t  
t r e a tm e n t ,  n o t i c e s  s e n t  t o  th e  p a r t n e r s h i p ,  d e s ig n a t io n s  and d u t i e s  o f  th e  t a x
2m a tte rs  p a r tn e r ,  s p e c ia l  enforcem ent a re a s , d isa llo w an ce  o f  lo s s e s  and c r e d i t s  in  
c e r ta in  case s , and e x ten s io n s  to  e n t i t i e s  f i l i n g  a  p a r tn e r s h ip  o r  S c o rp o ra tio n  
re tu rn . The re g u la t io n s  r e l a t in g  to  c o n s o l id a te d  p a r t n e r s h i p  p ro c e e d in g s  a p p ly  
w ith  re s p e c t t o  p a r tn e rs h ip  ta x a b le  y e a rs  beg in n in g  a f t e r  9 /3 /8 2 . The re g u la t io n s  
r e l a t in g  to  c o n so lid a te d  S c o rp o ra tio n  p ro ceed in g s  app ly  w ith  re s p e c t  bo ta x a b le  
y ea rs  b eg inn ing  a f t e r  12/31/82 . For f u r th e r  in fo rm a tio n  c o n ta c t R obert E. Shaw a t  
th e  IRS a t  202/566-3297.
SPECIAL: AICPA WINS CUNA LAWSUIT
The la w s u it  f i l e d  by th e  C re d it  Union N a tio n a l A sso c ia tio n  and th e  Navy F e d e ra l
C re d it  Union a g a in s t  th e  Am erican I n s t i t u t e  o f  C e r t i f i e d  P u b lic  A ccountan ts h a s
been d ism isse d  by th e  U.S. D i s t r i c t  C ourt fo r  th e  W estern D i s t r i c t  o f  W isconsin .
CUNA h ad  s o u g h t a  d e c l a r a t o r y  ju d g e m e n t and  o r d e r  t h a t  w ou ld  f o r c e  t h e  AICPA t o  
w ithdraw  i t s  a u d i t  and acco u n tin g  gu ide , A u d its  o f  C re d it  U nions, is su e d  by  th e  
I n s t i t u t e  in  May 1986. CUNA h a d  a s s e r t e d  in  i t s  b r i e f  t h a t  t h e  G u id e’s  
c l a s s i f i c a t i o n  o f  s h a r e  a c c o u n ts  o f  c r e d i t  u n io n  members a s  l i a b i l i t i e s  r a th e r  
th a n  e q u i ty  w i l l  s u b j e c t  t h e  u n io n s  t o  N a t io n a l  C r e d i t  U nion  A d m in is t r a t io n  
s a n c t io n s ,  in c r e a s e  b o rro w in g  c o s t s  and  c o n s t i t u t e s  a  m is re p re se n ta tio n  o f  th e  
n a tu r e  o f  su ch  a c c o u n ts .  The D i s t r i c t  C o u rt, i n  g r a n t in g  th e  AICPA's m o tio n  t o  
d ism is s  th e  CUNA co m p la in t, w ro te  t h a t  " th e  c r e d i t  un ions face  i n ju r i e s  w hich a re , 
a t  b e s t ,  s p e c u l a t i v e . "  T he C o u r t  v ie w e d  t h e  p o s s i b i l i t y  o f  a d v e r s e  
c re d itw o r th in e s s  d e c is io n s  by in s t i t u t i o n s  t h a t  lo an  money t o  c r e d i t  un ions based  
on th e  acco u n tin g  change a s  " e x t r a o r d in a r i ly  d o u b tfu l"  and s ta t e d  th e r e  was l i t t l e  
r e a l i s t i c  p o s s i b i l i t y  t h a t  governm ent re g u la to ry  b o d ie s  would f a u l t  c r e d i t  un ions 
f o r  s u b m i t t in g  r e q u i r e d  f i n a n c i a l  s t a t e m e n t s  i n  a c c o rd a n c e  w i th  t h e  new AICPA 
s ta n d a r d s .  G ra n tin g  th e  CUNA's r e q u e s t ,  th e  C o u rt n o te d , w ou ld  " r e q u i r e  t h i s  
C ourt to  d ec id e  w hether p la in t i f f  s ' o r  d e fen d an t's  method o f  acco u n tin g  i s  c o r re c t .  
There a re  n o t o n ly  no le g a l  p r in c ip le s  a p p lic a b le  t o  th e  q u e s tio n ; th e r e  i s  s im p ly  
no c o r r e c t  answer." The G ourt's  d e c is io n  was f i l e d  2 /25 /87 .
SPECIAL: LEGISLATION INTRODUCED TO TIGHTEN ESOP PROVI S I ONS  OF 198 6  TAX REFORM LAW
L e g is la t io n  to  amend a  Tax Reform A ct o f  1986 p ro v is io n  w hich p ro v id e s  an  e s t a t e  ta x
d ed u c tio n  in  th e  case  o f  c e r t a in  s a le s  o f  s to c k  t o  an  employee s to c k  ow nership
p la n  (ESOP) w as r e c e n t l y  in t r o d u c e d  b y  th e  C h airm en  o f  t h e  S e n a te  F in a n c e
C o m m ittee  and  th e  House Ways and  Means C o m m ittee . A c c o rd in g  t o  Rep. Dan 
Rostenkowski (D-IL), au th o r o f  H.R. 1311 and Chairman o f  th e  House Ways and Means 
Com m ittee, "W hile Congress in ten d ed  t o  encourage t r a n s f e r s  o f  em ployer s e c u r i t i e s  
t o  ESOPs by  p ro v id in g  fo r  p a r t i a l  e l im in a t io n  o f  e s t a t e  ta x  l i a b i l i t y ,  i t  was n o t 
in ten d ed  t h a t  e s ta te s  be a b le  t o  e l im in a te  a l l  e s t a t e  ta x  l i a b i l i t y  th ro u g h  use  o f  
th e  d e d u c t io n  o r  t h a t  t h e  s e c u r i t i e s  a c q u i r e d  i n  a  t r a n s a c t i o n  f o r  w h ic h  th e  
ded u ctio n  was c la im ed  would n o t reach  p la n  p a r t ic ip a n ts ."  In  in tro d u c in g  S. 591, 
Sen. L loyd  B e n tse n  (D-TX), t h e  C hairm an  o f  th e  S e n a te  F in a n c e  C o m m ittee , n o te d , 
"The p r o v i s io n  c o u ld  r e s u l t  in  a  $7 b i l l i o n  d r a i n  on t h e  T r e a s u ry  o v e r  t h e  n e x t  
f i v e  y e a r s .  T h is  r e s u l t  w as n o t  in te n d e d  b y  th e  C o n g re ss ."  The l e g i s l a t i o n  
co n firm s th e  p o s i t io n s  tak en  in  IRS N o tice  87-13 (see  th e  1 /12/87  Wash. R p t.) t h a t  
th e  e s t a t e  ta x  d ed u ctio n  i s  n o t a v a i la b le  u n le ss  th e  deceden t d i r e c t l y  owned th e  
em ployer s e c u r i t i e s  im m ed ia te ly  b e fo re  d ea th , and, a f t e r  th e  s a le ,  th e  em ployer 
s e c u r i t i e s  a re  a l lo c a te d  t o  p la n  p a r t i c ip a n ts  o r  a re  h e ld  fo r  fu tu re  a l lo c a t io n  in  
co n n ec tion  w ith  an exempt lo an  o r  in  co n n ec tion  w ith  a  t r a n s f e r  o f  a s s e ts  from  a  
d e fin e d  b e n e f i t  p lan . The b i l l s  would make a d d i t io n a l  changes in  th e  ded u ctio n  
which more f u l l y  e f f e c tu a te  th e  i n te n t  o f  Congress t o  p ro v id e  l im i te d  r e l i e f  from  
th e  e s t a t e  ta x . Such changes would p ro v id e  ta x p ay e rs  and th e  IRS w ith  gu idance  on 
th e  r e q u ir e m e n ts  t h a t  m u st b e  s a t i s f i e d  by  th e  d e c e d e n t  and  b y  th e  ESOP and  th e  
consequences o f  f a i l i n g  to  s a t i s f y  th e se  req u irem en ts . A ction  on th e  l e g i s l a t i o n  
has n o t been scheduled  by  e i t h e r  ta x  com m ittee.
3SPECIAL: RECORD OF  DINGELL OVERSIGHT HEARINGS AVAILABLE
"SEC and C o rpo ra te  A udits" (P a r ts  1-6) have been  re le a s e d  by th e  House Energy and
Commerce C om m ittee 's O v ers ig h t and In v e s t ig a t io n s  Subcom m ittee. The documents
c o m p ris e  th e  c o m p le te  h e a r in g  r e c o r d  o f  t h e  s e r i e s  o f  a c c o u n tin g  o v e r s ig h t  
h e a r in g s  conducted by Rep. John D in g e ll (D-MI ), th e  Chairman o f  th e  House Energy 
and Commerce O v ersig h t Subcom m ittee, d u rin g  th e  99 th  Congress. P a r t  1, S e r ia l  No. 
99-17, i s  th e  rec o rd  fo r  th e  h e a r in g s  h e ld  on 2 /20 /85  and 3 /6 /8 5 , w hich d e a l t  w ith  
o v e rs ig h t o f  th e  acco un ting  p ro fe s s io n  and th e  S e c u r i t ie s  and Exchange Commission 
r e g a r d in g  th e  e f f e c t i v e n e s s ,  in d e p e n d e n c e , and r e g u l a t i o n  o f  c o r p o r a te  a u d i t s .  
P a r t  2, S e r i a l  No. 9 9 -3 4 , i s  th e  r e c o r d  f o r  t h e  h e a r in g s  h e ld  on 4 /2 /8 5  and 
4 /17 /85  reg a rd in g  th e  f a i l u r e  o f  ESM Government S e c u r i t ie s ,  In c . P a r t  3, S e r ia l  
No. 9 9 -6 3 , i s  th e  r e c o r d  f o r  th e  h e a r in g s  h e ld  on 6 /1 9 /8 5 , 7 /1 5 /8 5 , 7 /1 9 /8 5 , and 
9 /11 /85 . These h e a r in g s  w ere conducted to  exam ine th e  p roblem s w ith  independent 
a u d i ts  and th e  a d m in is tra t io n  and enforcem ent o f  F ed e ra l s e c u r i t i e s  law s reg a rd in g  
B e v e r ly  H i l l s  S a v in g s  and Loan A s s o c ia t io n .  P a r t  4, S e r i a l  No. 9 9 -1 1 5 , i s  th e  
r e c o r d  f o r  a  h e a r in g  h e ld  on 1 1 /4 /8 5  c o n c e rn in g  th e  f a i l u r e  o f  ESM and h e a r in g s  
h e ld  cxi 11/7/85 and 12/16/85 on  th e  p roblem s re g a rd in g  B everly  H i l l s  Savings and 
Loan A s s o c ia t io n .  P a r t  5, S e r i a l  NO. 9 9 -144 , i s  th e  r e c o r d  f o r  h e a r in g s  h e ld  on 
4 /10 /86 , 4 /2 4 /8 6  and 4 /2 8 /8 6  concern ing  f in a n c ia l  r e p o r t in g  by banks and sav in g s  
i n s t i t u t i o n s .  P a r t  6, S e r ia l  No. 99-150, i s  th e  re c o rd  fo r  th e  h e a r in g s  conducted 
6 /1 9 /8 6  and  6 /2 3 /8 6  on d e t e c t i n g  and  d i s c l o s i n g  f i n a n c i a l  f r a u d .  C o p ies  o f  th e  
h e a r in g  r e c o r d s  a r e  a v a i l a b l e  fro m  th e  House E nergy  and  Commerce C o m m ittee  
Document C le rk  a t  202/225-3030.
For further information contact Shirley Hodgson or Joseph Petito at 202/872-8190.
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